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1 BACKGROUND 

The first phase of the housing finance objectives of the Financial Sector Charter (“FSC”) came to an 

end at the end of 2008. According to unaudited data released by the Banking Association of South 

Africa, the financial sector exceeded its R42 billion origination target. By that measure, the FSC 

appears to have been a success that opened up lending in an otherwise poorly penetrated market 

segment.  

Of course origination tells only part of the story. Industry participants, researchers and policymakers 

interested in fostering the emergence of a vibrant low income housing finance sector will naturally 

ask how sustainable this lending has been. Did low income borrowers perform worse or better than 

their higher income counterparts in the traditional mortgage market? Did lower income mortgage 

borrowers, who by and large accessed variable rate loans, manage to keep up with instalments over 

the turbulent interest rate cycle between July 2006 and June 2008 which saw Prime Rate increase 

from 10.5% to 15.5% at the same time as dramatic increases in fuel and food prices? More recently, 

have borrowers in this market segment been more adversely affected by the economic downturn and 

resultant job losses than other mortgage borrowers, and has this been expressed in their loan 

repayment behaviour?  

Closely linked to questions relating to performance are those relating to access.  Performance levels 

are a direct function of the stringency of the criteria used by lenders to grant credit. Thus, in the 

event that lower income loans performed better on average than the mortgage loans granted in the 

traditional market, this in all likelihood reflects more on lenders’ vigilance in granting credit than on 

the fundamental credit worthiness of the lower income market segment. It is therefore essential 

when exploring the performance of the book that we take cognisance of the qualifying criteria applied 

to borrowers and underlying assets.  

Ultimately the purpose of the investigation into both access and performance is to identify whether 

additional interventions are required to support the market and if so, what type of interventions are 

required. With regard to the latter the recent Presidential announcement1 of a one billion Rand 

guarantee fund to support lending to this sector is a timely case in point: what does the data indicate 

about how this fund could best be utilised? In addition, what other mechanisms aside from 

guarantees might be useful in supporting the market? The five-year history of FSC lending certainly 

provides enough data to facilitate an evidence-based conversation between lenders and the State on 

future interventions and / or targets required for the low income housing finance market in South 

Africa.  

                                                
1 During his February 10 State of the Nation address, President Zuma announced the establishment of this guarantee: “A key 
new initiative will be to accommodate people whose salaries are too high to get government subsidies, but who earn too little 
to qualify for a normal bank mortgage. We will set up a guarantee fund of R1 billion to incentivise the private banking and 
housing sector, to develop new products to meet this housing demand.” For a full copy of the speech see 
http://www.info.gov.za/speeches/2010/10021119051001.htm 
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Aside from contributing to the debate at this critical juncture, FinMark recognises that the provision of 

timely data on an on-going basis is essential for the development of markets in general. A key 

objective of this project is therefore to identify sustainable, replicable processes to systematically 

capture, analyse and disseminate experiential data relating to access to and performance of housing 

loans in the lower income market segments in South Africa. Findings and recommendations in that 

regard are contained in a separate report by Marlene Heymans, a credit consultant.  

This report focuses on exploring available data relating to performance and access in the low income 

market. On the whole available data is insufficient to develop any conclusive findings. The implication 

is that there is at best a limited shared understanding across the sector (incorporating both lenders 

and the State) of the underlying dynamics of this market. Given the non-availability of precise data 

that might conclusively define performance levels in the FSC target market, it is impossible to 

comment on the future of origination targets, the potential for greater access to housing loans by 

low-income borrowers, and the role and scope of state support.  Critically, it is not possible to 

consider risk-sharing proposals such as those currently under discussion, without knowing the level of 

risk that is to be shared.   
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2 ACCESS TO HOUSING FINANCE IN THE FSC TARGET MARKET 

The Financial Sector Charter (“FSC”) is a voluntary charter signed by the country’s largest financial 

institutions. The Charter is primarily concerned with fostering greater equity manifested across 

various dimensions including transforming the work force within the financial sector, changing the 

ownership structure of the industry and most importantly for this analysis, providing accessible 

financial products that meet the needs of lower income consumers. With regard to housing finance 

specifically the banks set a target of originating R42 billion in the FSC target market between January 

2004 and December 2008. The FSC target market was defined as households with an income of 

between R1,500 and R7,500 measured in 2004 Rand terms2. 

Since the inception of the FSC, the Banking Association of South Africa (“BASA”) has published 

unaudited quarterly updates of origination activity by loan type for FSC housing loans originated 

between January 2004 and December 2008. Data for mortgage origination in the FSC target market 

as reported by larger lenders to BASA is summarised below. 

Chart 1. FSC mortgage origination data 2004 - 2008 

Source: Unaudited data, Banking Association
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The number and value of mortgage loans originated fell sharply during 2008 as credit market 

conditions tightened. This same trend is clearly visible in data on mortgage origination collated and 

published by the National Credit Regulator (“NCR”). That data shows the dramatic decline in the Rand 

value and number of mortgages originated by quarter between the last quarter of 2007 and the third 

quarter in 2009. 

                                                
2 The parameters of the target market were inflated by CPIx each year.  
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Chart 2. Mortgage origination by borrower monthly income 
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The data indicates that the decline in activity was slightly more pronounced in lower income market 

segments with origination to borrowers with a monthly income of R10,000 or less declining by 52% in 

Rand terms between 2008 and 2009 compared to a decline of 49% over the same period for higher 

income borrowers. Aside from highlighting the decline in activity since 2007 the data also highlights 

the small size of the low income mortgage market. For 2008 just 2.7% of all mortgage credit by Rand 

value and 9.8% by loan volume was granted to borrowers earning less than R10,000 per month3.  

Neither BASA nor NCR data distinguish between mortgages used to purchase a home and other 

mortgages that may or may not be for home improvement. In this regard an analysis of deeds office 

data for mortgages granted to borrowers that appear to be in the FSC target market4 indicates that 

the proportion of mortgages granted to purchase a home has declined, in all likelihood reflecting the 

lack of stock. For instance in 2004 95% of FSC mortgages appear to have financed a home purchase. 

In 2007 that had declined to around one third. 

                                                
3 It is noted that while origination figures published by BASA are broadly aligned with those published by the NCR for 
borrowers earning less than R10,000 per month the income parameters used by the NCR are not aligned with those used for 
reporting purposes by BASA. In the case of NCR data, income does not refer to household income but relates rather to the 
personal income either of the sole borrower or in the case of a joint loan, to the personal income of the main income earner. 
4 Mortgages in the FSC target market are those where both the mortgage value and purchase price is less than R250,000  
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Chart 3. Comparison of BASA origination data with Deeds Office data  
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While stock availability is most certainly constrained anecdotal evidence from developers who have 

begun marketing presale or completed units indicates that there are very real constraints impacting 

on access to finance in the so-called affordable housing market. Developers note the high rate of 

rejection primarily as a result of high levels of indebtedness, poor credit histories and limited ability of 

borrowers to provide sizeable deposits.  

In this regard detailed origination data has been collected from the banks since 2007 by the primary 

regulatory body tasked with monitoring access to housing finance, namely the Office of Disclosure 

within the Department of Human Settlements. In line with the Home Loan and Mortgage Disclosure 

Act (HLMDA) of 2000 the Office of Disclosure requires banks to report on each secured loan5 

application including the type of housing loan, the loan purpose, security provided, the loan-to-value 

ratio for secured loans, the success of the loan application, the demographics and income levels of 

the applicants and some characteristics of the property. For declined loan applications, it also requires 

that lenders report the reason for decline. These reasons include area specific reasons, applicant 

specific reasons or property related factors.   

The Department has recently published its first annual report6 containing this data. The report notes 

some difficulties relating to compliance by financial institutions. It also notes that the “Act itself 

creates certain impracticalities hence the need for review”. These limitations are reflected in the data 

presented in the report. Many institutions have only partially complied with admittedly complex 

reporting requirements making the analysis of the data difficult and at times impossible. The report 

                                                
5 Secured loans include mortgages and pension-backed loans (also know as fully guaranteed loans) 
6 DEPARTMENT OF HUMAN SETTLEMENTS, HLAMDA ANNUAL REPORT, 2009/10 published by the Chief Directorate: Housing 
Equity 
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does not distinguish between mortgages and pension-backed loans, nor is it entirely clear what 

reporting period is covered7. It also provides no indication as to how many applications are repeat 

applications or how many applications are processed by originators.  

Nevertheless the report indicates that of the roughly 1.1 million home loan applications received over 

the reporting period, 42% were declined and 15% accepted8. The report indicates that the vast 

majority of applications are received from higher income borrowers with 64% of applications 

generated by borrowers earning more than R15 000 per month. 

Table 1: Home loan applications by income 

Income Range Number %

R0-R3500 56 571 6.71

R3501-R5500 23 132 2.74

R5501-R7500 30 783 3.65

R7501-R10000 51 882 6.16

R10001-R15000 113 030 13.41

R15001 and + 544 642 64.62

Unknown 22 847 2.71

Total 842 887 100  

Source: HLMDA Annual Report 2010 

The report does not present data on decline rates by income (although the data is gathered) but it 

does report the data by race. Banks do not systematically track the race of applicants but rely instead 

on proxies such as the surname of the applicant. A summary of that data for the large four banks is 

summarised below. 

Table 2: Decline rates by race 

African Coloured White Indian Other

ABSA 41% 28% 23% 22% 22%

First Rand 64% 57% 38% 51% 38%

Standard Bank 68% 62% 9% - 49%

Nedbank 58% 64% 37% - 32%

TOTAL !!" !#" $%" & '"  

Source: HLMDA Annual Report 2010 

While there is no data on the specific socio-economic characteristics of home loan applicants, given 

the very significant differences across race groups in general in South Africa the data is insufficient to 

accept or reject the hypothesis that banks discriminate unfairly between applicants on the basis of 

race. 

                                                
7 The report indicates the data is for the year ending March 2010. Tables in the document indicate that the data summarised 
by institution pertains to 2008/2009 in most cases. 
8 Presumably the balance comprises loan applications that were accepted but not taken up (NTU) and incomplete applications 
although the split is not clarified in the report.  
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Data published by the NCR relating to acceptance rates for all credit agreements (and not specifically 

for mortgages or pension-backed loans) indicates that around 44% of all credit applications across all 

markets and products are rejected.  With regard to mortgages specifically Ooba, formerly Mortgage 

SA, one of the country’s largest independent loan originator publishes a monthly summary of loan 

applications and status as recorded by its operations. It is the only publicly available mortgage-

specific data source that provides an indication of mortgage loan decline ratios9. That data, 

summarised below for 2008 through to February 2010, shows that on average around half of all 

mortgage loan applications received by that originator are rejected. Like HMLDA data it indicates that 

mortgage access is more constrained than access to credit as a whole. The data indicates that 

average decline ratios peaked in early 2009 and are still higher than in early 2008. More noticeable is 

the strong decline in the proportion of applications declined by one lender but approved by another. 

Chart 4. Oobarometer Jan 2008 – Feb 2010 
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As noted, HMLDA requires lenders to submit data on reasons for decline. The data summarised in the 

report does not provide the magnitudes relating to each reason but ranks them as summarised below 

for institutions that submit the data. 

 

                                                
9 Ooba does not make available this data for specific market segments although it does publish its average sales price and 
mortgage size. In February 2010 these were R895 031 and R721 107 respectively. Assuming a twenty year mortgage financed 
at the current prime interest rate of 10% together with a maximum instalment to income ratio of 30% the minimum monthly 
income required to afford the average Ooba mortgage would be around R23,000, far in excess of the FSC target market. 
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Table 3: Reason for decline 
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Source: HLMDA Annual Report 2010 

Low repayment capacity (i.e. affordability) and poor credit records dominate reasons for rejection; it 

appears that too much access to non-housing related finance has curtailed access to housing finance. 

The data indicates that interventions targeting households may be required to encourage more 

prudent (and housing directed) credit usage and a re-alignment of household balance sheets towards 

savings. 

Aside from supply-side indicators discussed above demand side indicators can sometimes be useful. 

However, in general there are limited reliable survey data sources that provide robust indicators of 

access to credit in general and housing finance in particular10. Data from FinScope 2009 indicates that 

2% of adults in the FSC target market say they personally have a mortgage. It is difficult to track a 

trend in this regard as the dynamic income parameters of the FSC target market cannot be easily 

matched against FinScope’s income parameters. Nevertheless, on the face of it, the data would not 

support the hypothesis that access – proxied in this case by usage – increased in the FSC target 

market over the first phase of the FSC.  

A previous analysis of access based on data from the 2005/6 the Income and Expenditure Survey 

highlighted some of the underlying drivers of this outcome. The high cost of stock and increasing 

interest rates impacted noticeably on affordability while more rigorous lending standards following the 

implementation of the National Credit Act and the withdrawal of no-deposit mortgages in the wake of 

the global credit crisis also inhibited access. The analysis indicated that of the 5.1 million households 

                                                
10 Unlike previous analysis of access to housing finance a detailed access frontier has not been developed, primarily because 
there is no additional household data to support a new analysis. Readers can access previous analyses at 
www.Finmarktrust.org.za 
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in the FSC target market roughly 350,000 households (7% of households) would be able to access a 

mortgage for R120,000 or more at prevailing interest rates assuming a deposit was required. The 

majority of those households who could access a mortgage were existing property owners who would 

be able to trade up, rather than first time buyers who by and large do not appear to have savings for 

a deposit. It is noted that the data does not provide an indication of the extent of blacklisting in this 

market. Access is therefore likely to be even more severely constrained than the analysis would 

suggest. The analysis also stressed that low levels of access are not necessarily indicative of access 

problems per se. In fact the opposite would apply; granting housing loans to borrowers who cannot 

afford to repay, while certainly increasing levels of access, would be indicative of a serious access 

problem.  
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3 PERFORMANCE OF FSC MORTGAGES 

There is no publicly available data on the performance of mortgages in the FSC target market 

specifically. The South African Reserve Bank (“SARB”) published data on non-performing mortgage 

loans for the banking industry as a whole up to and including 2007. Since Quarter Four 2007 the NCR 

has published mortgage performance data for the household sector relating to the largest 40 

registered lenders. Data on non-performing mortgage loans is summarised below.  

Chart 5. NPLs (90 days +): SARB and NCR data 

Source: SARB, NCR
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The data indicates a steady decline in the performance of the mortgage book as a whole with non 

performing loans11 (“NPLs”) increasing from 2.6% in the fourth quarter of 2007 (corresponding to 

R16.8 billion) to a historic high of 9.3% in the last quarter of 2009 (R68.6 billion). Given the very 

small contribution of FSC loans to the total book, it is clear that distress extends beyond the FSC 

market. In terms of the number of loans the proportion classified as non-performing has increased 

from 2.3% in 2007 (41 573 loans) to 6.3% in 2009 (114 381 loans). The divergence in the statistics 

presented by volume and value also indicates that on average a growing proportion of higher value 

mortgage loans is distressed. 

Aside from published statistics summarised above, National Credit Regulator press statements make 

mention of the fact that more than 160 000 consumers have applied for debt counselling since mid 

2007 of which about 110 000 are estimated to be formal participants of debt counselling at present. 

                                                
11 Defined as loans that are in arrears by 90 days or more 
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Discussions with payment distribution agents reveal that about 50% of those persons under debt 

counselling have a mortgage12.  

Of course individual banks publish data relating to residential mortgage loan performance for the 

market as a whole as part of their regular financial reporting. The table below summarises available 

data based on December 2009 financial statements. The variance in performance across banks is 

noteworthy with Absa reporting NPLs below 9% compared to Standard Bank’s 13.59%. It is also 

noted that the big four banks publish a higher NPL ratio of 10.73% compared to the NCR’s statistic of 

9.3%.   

Table 4: Impairments and Non-Performing Loans as at 31 December 2009: Big Four Banks 
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More recent data from 2010 interim financial statements indicates that while NPLs have declined for 

the industry as a whole the performance of the various banks varies. Impairments continued to rise 

for all banks except FNB. 

Table 5: Impairments and Non-Performing Loans as at 30 June 2010: Big Four Banks 
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None of the banks publish this data for specific customer segments such as the FSC or affordable 

markets. During the course of the research all the banks were approached to provide data pertaining 

to FSC mortgages. While some were willing in principle to provide data, others were more hesitant. 

All were of the view that this matter should be discussed at a Banking Association forum where an 

industry response could be formulated. That process has not, as yet, yielded a clear way forward. 

The only segment level data available on performance is contained in a recent Banking Association of 

South Africa (“BASA”) report compiled on request of the Minister of Human Settlements. BASA 
                                                
12 In Part 2 of this paper we explore how payment distribution agents could be possible future source of low income housing 
loans in distress 
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collated aggregated (multi-bank) performance data for housing loans extended to the FSC target 

market. The analysis was a once-off exercise, which does not allow for ongoing tracking of loan 

performance by income segment into the future, however, and it is not in the public domain, having 

been was submitted to the Department of Human Settlements in October 2009.  

In order to track performance at the end of the loan lifecycle, an analysis of deeds office data 

together with Sales in Execution notices has been undertaken. This provides an indication of the rate 

of repossessions in this market and is thus a useful risk gauge for households. From a bank’s 

perspective the indicator is incomplete as there is no data on loss severity. In addition, there is a 

significant delay between the onset of distress and a sale in execution.  

Data obtained from Lightstone through the Affordable Land + Housing Data Centre has been 

analysed to identify Sales in Execution (“SIEs”) for mortgages that were used to purchase a home in 

what is thought to be the FSC target market13. This data is summarised by cohort in the chart below. 

As a benchmark the data for the FSC target market has been compared to higher income segments.  

Chart 6. Sales in Execution by year of loan origination: Percentage of mortgage loans in the 

FSC target market compared to the rest of the market 
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The data indicates that FSC loans are noticeably more likely to be repossessed, with the exception of 

loans originated in 2007. In this regard there is clear evidence of deterioration in the quality of loans 

written over time in higher income segments with repossessions in Year Two increasing each year 

from 2004 to 2007. This pattern is not evident in the FSC market which appears to have improved 

since 2005. Further, it would appear that across the market severe distress is most likely to manifest 

during the first two years of the life of the loan. This is particularly the case for FSC loans originated 

                                                
13 These are mortgages of less than R250,000 in affordable areas (i.e. where the median property value is less than R500,000 
in 2009) 
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in 2005. While prime interest rate was at a cyclical low of 10.5% during that year it is not clear 

whether the rising interest rate cycle would have impacted on these loans early enough to trigger a 

repossession within two years as interest rates only began to rise in July 2006. Finally, loans granted 

in the FSC target market in 2008 have performed better than earlier cohorts. This may have arisen 

for technical reasons, reflecting the introduction of debt counselling processes.  

Of course there is no data to assess whether a poorly performing FSC loan is more likely to end up as 

a SIE compared to poorly performing loans in other segments of the market. On the face of it this 

would seem plausible. Distressed FSC borrowers may be unable to sell properties in what are already 

very thinly traded markets in part because potential buyers have limited access to finance. Distressed 

FSC borrowers may also be unable to downscale because the availability of alternative 

accommodation is limited. Alternatively FSC borrowers may not be aware of the risks of foreclosure 

until it is too late. In this regard data from the 2008 FinScope survey, albeit off a very small sample 

size, indicates that if unable to repay their home loans the majority of FSC mortgage borrowers would 

speak to their banks, downscale or rearrange terms with their banks. However, around 15% said they 

would do nothing.  

Given the somewhat limited and partly conflicting supply-side data relating to mortgage performance 

in the FSC target market, survey data has been explored. It is noted that survey data is by nature 

limited and is often a more accurate reflection of perceptions than reality. Respondents tend to 

under-report financial distress and questionnaires only superficially engage respondents on the issue. 

Nevertheless, data from FinScope, summarised below, indicates that lower income mortgage 

borrowers face noticeably more stress than adults in that market who do not have a mortgage as well 

as mortgage borrowers above the FSC target market. Half of adults in the FSC target market who 

have a mortgage say they often run out of money before payday compared to a still high 28% of 

higher earning adults with a mortgage. A staggering 41% of mortgage borrowers in the FSC target 

market admit to having to borrow money to pay for basic necessities and 50% say they often miss 

payment due dates. All in all the data would indicate that a sizeable proportion, approaching half, of 

all FSC mortgage borrowers are poor payers in general, quite possibly of their mortgages in 

particular. It is not certain that this is because they have a mortgage but it seems likely that those 

who have large financial commitments, as do those with mortgages, are more likely to face financial 

stress. 
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Chart 7. Please tell me which of the following statements about borrowing money or taking 

loans you agree or disagree with: Percentage agree 
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Source: Finscope 2009  

Likewise, data from the Consumer Financial Vulnerability Survey (“CFVS”) corroborates these findings. 

As with FinScope, the CFVS suggests that the FSC mortgage market is more financially stressed than 

the traditional mortgage market as well as other FSC households that do not have a mortgage.  

Chart 8. Please indicate the level to which you agree / disagree with the following statements: 

Percentage agree 
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Other survey data appears to indicate that higher levels of financial stress in the FSC target market is 

not a recent phenomenon resulting from the downturn in the economy. Analysis based on data from 
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the 2005/6 Income and Expenditure Survey (“IES”) highlights that lower income households with a 

mortgage are far more likely than higher income households to be over-extended14. According to this 

analysis upwards of 60% of households with a mortgage in the segment of the market that earns 

between R3,500 to R7,500 appear to be over-extended. The proportion of households with a 

mortgage that is over-extended declines as income rises, but even in the highest income segment a 

noticeable minority of around 20% of households appear to be over-extended. 

Another interesting data source is the FNB property barometer, a quarterly publication based on a 

sentiment survey of 150 real estate agents who work in large estate agencies.  The survey explores 

perceptions relating to the volume of enquiries, affordability, prices and activity in the buy-to-let sub-

segment. More recently it has also begun to track reasons for sale including financial distress. That 

data is usually, but not always, published by income segment although the publication does not 

indicate how these segments are defined.   

The chart below summarises recent data relating to distressed selling. 

Chart 9. Reason for Selling: Downscaling due to financial pressure 
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While the time series is limited and somewhat unstable, it does indicate that the incidence of 

distressed selling is higher in lower income markets.  

                                                
14 Over-extended households are those that allocate 70% of more of their income to debt repayment plus other basic 
expenditure categories such as food, education, transport and healthcare. For a detailed review of the analysis see 
“INDEBTEDNESS IN SOUTH AFRICA –WHAT THE INCOME AND EXPENDITURE SURVEY CAN (AND CAN’T) TELL US” by Illana 
Melzer and Ria Moothilal of Eighty20, June 2008. The analysis can be downloaded on 
http://www.finmark.org.za/documents/R_Eighty20.pdf  
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In summary there is insufficient data to conclusively assess the performance of FSC mortgages. Some 

data sources indicate the market has performed no worse than the rest of the market. Other 

indicators based on SIE notices and survey data indicate higher levels of distress. This most certainly 

strengthens the case for closer monitoring of the performance of FSC loans. This is not only from the 

perspective of regulators who are concerned about both the welfare of households and the extension 

of housing finance markets to lower income households. Other stakeholders have a critical interest 

too; lenders stand to lose money in the case of default; the industry which is committed to 

responsible and sustainable market expansion, and households themselves who are apparently made 

more vulnerable when taking on mortgage loans. 
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4 SUMMARY AND WAY FORWARD 

It is not clear whether FSC borrowers performed worse or better than their higher income 

counterparts in the traditional mortgage market. Given the non-availability of precise data that might 

conclusively define performance levels in the FSC target market, it is impossible to comment on 

future of origination targets, the potential for greater access to housing loans by low-income 

borrowers, and the role and scope of state support.  Critically, it is not possible to consider risk-

sharing proposals such as those currently under discussion, without knowing the level of risk that is 

to be shared.   

While the data is not available, it does of course exist.  Banks themselves maintain data relating to 

performance, and must know the relative performance of the various sub-markets in their books.  

They contend, however, that submitting such data even purged of individual banking markers might 

result in sharing of competitive information key to the ability of individual banks to compete 

effectively. If this is the case these concerns are perhaps a healthy sign for the industry; they indicate 

a shift from a collaborative approach, necessary at the start of the Charter process because of the 

limited experience banks had in this market to one that is fiercely competitive. It also indicates that 

industry-wide solutions (such as loss limits or guarantees, or fixed rate instruments) are not seen as 

critical to market development by the big four banks themselves. If this is the case it may be more 

productive to foster this competitive spirit in the interests of market development than to try and 

dampen it by forcing the large institutions into an unnaturally collaborative industry-based 

negotiation. In line with this there may be scope to interact directly with smaller, more innovative 

institutions to enhance competition as opposed to interacting with the big four banks through an 

industry body.  

Banks have also expressed concerns about the impact of incorrect interpretations of the data both on 

their share prices as well as on their relationship with the State. With regard to the former the 

concern is perhaps a little derisory of the capacity of investors to assess market information. If the 

data is such that it will illicit a market response then it is the obligation of the banks to disclose it. 

With regard to the State, the concerns may be more valid. The relationship between the banks and 

the State has been an uncomfortable one in the past, with the State suspicious of the banking 

industry’s true motivations and commitment to the development of the sector. In this context data 

can be used as a weapon and it is rational for the banks to withhold it. 

With regard to the HLMDA legislation the preamble to the Act establishes the role of the regulator as 

a watchdog, vigilant against racist lenders who discriminate unfairly against worthy borrowers and 

sets a combative and antagonistic context for the relationship between industry and the State. While 

this may have been appropriate ten years ago when the Act was first promulgated, given the 

significant challenges facing the low cost housing sector as a whole and the need for the private 

sector to work together with the State, this basis for interaction does little to further the housing 

agenda.  Further, by requesting data that is not feasible for lenders to provide and by delaying the 



 20 

publication of statistics (limited as they are) the regulator signals that it is poorly capacitated to 

undertake its mandate and that it is insufficiently committed to the task of enhancing access to 

housing finance.  

Aside from prioritising the development of a well-capacitated analytical team within the regulator (or 

placing this mandate with another better capacitated regulator), the Act itself should be repositioned 

as an enabling mechanism rather than a punitive one. This alternative approach would have the 

regulator working together with banks to identify area, segment and loan-specific access problems 

that would then enable the identification of interventions to enhance access. For instance, with 

regard to areas, access barriers may arise because service delivery has collapsed impacting on 

borrowers’ willingness to service their mortgages, or because of limited effective rule of law impacting 

on lenders’ ability to obtain vacancy and sale. In such cases, the Department of Human Settlements 

has a direct interest in identifying these areas and working with entities in Government to restore 

‘normality’. Likewise where poor credit scores impede access, the Department and banks may wish to 

consider a joint awareness campaign to education potential home owners about the importance of 

minimising the use of unsecured credit. Alternatively where loan to value ratios are lower and 

deposits are required, a savings campaign (possibly with a matching component) may be required.  

With regard to performance data, banks already submit data to a number of regulators. As Heymans 

notes some of the required data is submitted but not collated and published. In other cases relatively 

small adjustments can be made to reporting formats to enable greater clarity on performance of 

housing loans in the low income market. During the interim alternative data sources should be 

explored. These include credit bureau data, which while limited, would provide at least some 

indication of performance for low income mortgages. 


